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Section l7238 of t’ne Reve-nue a.~d Taxation Code
allo-Crs a s  a  dqreciation  deductior i!a reaso-nable  a_lloVarice

for the e:rhaustion_3 ITear and tear (including a reasofiable
ailommce  for obsolescmcs)  -- e o ,, (2) Of pr0;0erty held 20-r
the production of income, I1 ‘i’fle a_qiual alloT;ranc~ for
dep:recietloi~ of su_ch property is based in >art on an
es bimate Oi? the pro-gert;T*s  useful life, i,e, 9 the per iod
over tr’hich the asset ma.y be usel’ul to the taxgayer in the
prOdK!Ct:i_OZl  Of ki_S Ii_ECOllle  o (CaJ_,, Admin, Code,  ‘t it ,  18, reg,
1720&J2 subs, ( 2 )  J>

In coxguting depreciation on his rental propzties
appel1x1.t estimat,>od. the usefu!; lives of the original a;qaYt--
ment building j the duplex,  zmd t h e 3--y-‘r,-j_t;  ~~-0  artmep_t corco lex

to be 2 5  yems, 2 0  y e a r s ,  a3d 25 yea:rs,  Yespectively, -

-I82-



(2) At tlfle s2cie time, taxes, insu%znce  2i2d wages
have c o n t i n u e d  t o  Fise stead.ii.y., zaking it raoye axld more
m~profi.tabZe t 0 ok52 a3.d m2iiltain the rental mits Q

(3) Although 2ppell2at:s gloss rental income has
inc?eased during t’ne yea-rs 02 appeal_, this is dQe -LO -i'ne YG.ile
addi-ki_ozaI  units which wzre added ii2 1962. Each y e a r  Y rOoreover  5
there has bee-n a net loss,
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In 0-c o-oinion a~~eel.~La-nt  has failed to introduce
evidence s-uf_fj.c.ie~~  to overturn respondsent? s determination
as to Vne qpropri_ate  estimated useful. lives of a~pellant~s
rental pi:operties,

The second issue T~IM.c’~  mist be Tesolved is whether
appellant pro_oei-ly  deducted the cost of
business expense afd, if not 3

aii X-ray cable as  a
w’hat the estimated useful  life

of  that  cable  was for pwposes of coiquting de;crec-Yation,

In 1.962 ~_p?el lalt purchased an X-ray nach%e z~d
X-ray cable  for  use in his smsll 232-N_ hospital ,  F07. tax
puqoses appellant ‘c-s--+
a  cqj_tal ex?e.r&,tu_~e

t;uued ti?e cost of the X--ray nachine as
ded-_ict-joil_s  07

ad ‘he co:-nputed  his annual depreciation
.. the machine 0:il the basis of ~IQ estil-elated useful

-Ji;‘a o f  e-jgplt -cJea-rs,
P._~ ay c pb-n:! e ( _Q~eell_ant deducted $832, the cost of t h e

PS a bus iness  expense incumed in 1962,
i;:F+S <&y[L:;:;Le<;  'GhZ_L Responde:nt

the COST of the X-~ay..cabie  S~J~S  ais0 a
ca;;itaI,  e:rpendi.‘iurs axI has computed app&Ll.~~t z s a n n u a l
dm:ceciation deduction on the cable on the basis of an esti-
lca’;ed us&&_ life o f eight years.

Section 17202 of the I3evem.e and Taxation Code
provides ?or the deduction from
aLId -fiecessa~y  bcasiizess ;

gross income O f  o r d i n a r y
emenses paid 02 i.i?,curred  by the

:
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,?.Q:o eai of’ Da.cr and. P a t r i c i a  Joto:-I_.-~----_.I-  .--_-

- .s-
_L3..~e  was xore than one year and c-;Iler  efor e tp, a’i;I the cable KZS
2 cL?L-05 'i$! aSSe+v o The cable vas acquired by appellant at the
saxeA tixe as the x-my machine md was necessarr.y to the qe-ra-
t?_on of that :gaclqii7,e  n We do not beILieve that the cost of the
c a b l e  56as in tke natwe of a  Teir,ajir  or o_L’ier ded-actible
busir_ess expense, bat ratiner  th.t the purchase price
re3resented t’ne cost of a capital asset, the sane as the cost
of’ the X.-yay mac’i_i-jp_e  o
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OR--

Pursua%t to the
the board on file in this
theTefoT  9

D E R---

vie~rs  e_qressed  in the o-~inioi? of
proceeding, rid good cause app earring

O f July
-Done at Sacramento California,  this 7th d a y

3 l_957, by the Stat: Board of Equalization,

3 Mexbe:r-.
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